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SINKING FUNDS

DURING the eighteenth century, as we have already
shown, the reduction of the public debt in time of peace
never bore any proportion to its accumulation in time
of war* Yet the danger of a large public debt and the
fear of impending bankruptcy were constantly im-
pressed on the public mind by writers and statesmen*
Sinking funds were devised by which the debt should
gradually be extinguished* Unfortunately the manage-
ment of the debt, both in its theory and in its practice,
left much to be desired. A true sinking fund postulates
an excess of revenue over expenditure, a margin over
and above what is required for the public services and
for defraying interest on the public debt.

But during the most profound peace, as Adam Smith
observed, there is often a demand for extraordinary
expenditure, and the Government finds it more con-
venient to provide the money by dipping into the
sinking fund than by imposing a new tax:

44 Every new tax is immediately felt more or less by the people.
It occasions always some murmur and meets with some opposi-
tion. The more taxes may have to be multiplied, the higher they
may have been raised upon every different subject of taxation,
the more loudly the people complain of every new tax, the more
difficult it becomes either to find out new subjects of taxation or
to raise much higher the taxes already imposed upon the old. A
momentary suspension of the payment of debt is not immediately
felt by the people and occasions neither murmur nor complaint.